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1.0 OVERVIEW 

1.1. The Statement of Investment Policies and Goals (SIPG) is a written statement, adopted by the plan 

administrator that describes the investment policies and procedures in respect of the plan’s 

portfolio of investments and loans.
1 

 

1.2. This circular provides information to plan administrators on the content of the SIPG and guidance 

in the development, implementation and management of the investment policy. This circular is not 

intended to be a substitute for or replace any additional obligations under the Occupational 

Pension Benefits Act Cap 350B, its regulations or the Financial Services Commission Act 2010-21.  

Due to the dynamic nature of the various entities that the Commission regulates, there may be the 

need for revision of this circular from time to time. 

 

2.0 BENEFITS OF THE SIPG 

2.1. The SIPG offers a number of benefits to pension plans, as outlined below: 

(i)  it is a clear demonstration of fiduciaries’ due diligence; 

(ii)  it is a communication tool for conveying investment goals and priorities; and 

(iii) it strengthens the internal controls of the pension fund. 

 

2.2. A pension investment policy must be viewed as a long term governing document and as such 

should be designed with long term issues in mind and should not require frequent changes.   

 

2.3. The plan administrators of the plan must recognize the importance of keeping investment choices 

consistent with the plan’s current and expected future liabilities; this asset-liability management 

must be central to the SIPG and the plan administrator must ensure that the plan is consistent with 

the stated risk tolerances.   

 

3.0 STATEMENT OF INVESTMENT POLICY AND GOALS  

3.1. The SIPG is a reference point for discussions relating to the investment of the assets of a pension 

plan. In conducting an examination the Financial Services Commission (FSC) will often use the 

SIPG as its starting point and may request to see this document.  The SIPG should be valuable to a 

number of persons such as: 

3.1.1. Investment Committee - Committees are often made up of individuals who are either: 

a) Board members who have expressed an interest or demonstrated a skill in 

investing; 

b) Internal officers who are asked to serve because they have some experience or 

contact with pension plans; or 

c) Retired employees who would like to retain some contact with the company. 

 

By establishing a standard that must be followed, the SIPG allows the Chairman of the 

Investment Committee to retain consistency as committee members may change.  

 

3.1.2. Investment Manager - The SIPG should provide the Investment Manager(s) with 

the strategy for the investment of pension monies. The Investment Manager(s) 

should be able to determine the investment horizon (timeline), the reason for the 
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investment in certain assets, the benchmark (i.e., the goal to be met or surpassed), 

and the amount of "risk" the plan administrator is willing to accept in the 

portfolio. 

 

3.1.3. FSC Examiners - The SIPG can serve as an excellent example of compliance to an 

FSC Examiner. An examination by the FSC often consists of requests for routine 

documents to determine if there are any violations present (e.g. to determine whether or 

not decisions are being made in the best interests of the plan members). 

 

4.0 CONTENT OF THE SIPG 

4.1. In designing the content of the SIPG the plan administrator must have regard to all factors that 

may affect the funding and solvency of the plan and the ability of the plan to meet its financial 

obligations. A SIPG must set out, at a minimum, the following information and describe the 

relationship to the investment policies and procedures established by the plan administrator: 

 type of pension plan and how benefits accrue and are paid; 

 the cash flow needs of the plan (i.e. when the liabilities must be paid) 

 restrictions or prohibitions applicable in respect of investments; 

 categories and sub-categories of investments and loans; 

 diversification of the investment portfolio, including aggregate and individual investment 

limits; 

 asset mix and the rate of return expectations; 

 liquidity of investments; 

 the lending of cash or securities and trading in securities; 

 the retention or delegation of voting rights acquired through plan investments; 

 the method of and basis of valuation of investments that are not regularly traded publicly; 

 related party transactions and the criteria to be used to establish whether a transaction is 

nominal or immaterial o the plan; 

 policy to be followed where there is an actual or perceived conflict of interest; 

 requirements regarding disclosures relating to an actual or perceived conflict of interest; 

 the process for re-evaluating the investment policy. 

 

The SIPG should in addition contain at least the sections discussed below. 

 

4.2. Identification 

4.2.1. The name of the fund and the associated sponsor(s) should be identified in an 

introductory statement. 

 

4.3. Nature of the Liabilities 

4.4.1. The nature of liabilities of the pension plan would drive the investment strategy of 

the plan administrator or trustees. This may include: 

 how the liabilities are spread across the active, deferred pensioners and 

pensioners;  

 the term of the liabilities; and 

 benefit payment and expenses. 

 

4.4. Purpose and Background 

4.4.1. Generally, the purpose of the SIPG is to assist the plan administrators, and if any, the 

Investment Committee, in supervising, monitoring, and evaluating the investment of the 

pension assets. The SIPG should therefore include: 

a) the Board or Committee's expectations, objectives, and guidelines for investing;  

b) an outline of the asset classes, including management styles, asset allocations, and 

ranges for investments to produce the appropriate diversification of investments 

within the defined risk tolerance levels; 

c) the strategy for each investment portfolio to control risk and liquidity; 

d) a discussion of the process of communication between the Committee (if any), the 

Board of Trustees, any Investment Consultants, Investment Managers, Actuaries, 

attorneys, and accountants; 



e) the establishment of a process to monitor, evaluate, and compare performance 

results, which should include criteria and benchmarks; and 

f) a statement that all of the applicable laws are being followed. 

 

4.5. Investment Guidelines 

4.5.1. The investment guidelines should include a number of important factors relating to 

investment decisions.  One of the most important factors to be included is the appropriate 

investment horizon, which informs the investment strategy to employ. Short-term 

and long-term liquidity requirements should be addressed, including how such 

requirements will be met.   

 

4.5.2. The guidelines should also include a discussion of risk. Although risk may be defined in 

different ways, risk is generally considered to be the probability of loss in relative or 

absolute terms. Based on the objectives of the fund or scheme the Plan Administrator or 

the Investment Committee if any, must, determine whether the fund can tolerate the level 

of risk in each of its investments. It is important to keep in mind that in a properly 

diversified portfolio, investments should be managed in such a fashion that the overall 

risk to the portfolio is acceptable. 

 

4.5.3. The risk tolerance section of the investment guideline should also address the factors that 

were considered when determining the acceptability of a certain risk level.  

 

4.5.4. Performance expectations should also be addressed in this section.  These expectations 

may be measured in a variety of ways for example an expected inflation rate, a flat target 

rate of return, an expected growth rate added to the actuarial assumption of return, or the 

amount calculated as return in the risk/return analysis.  While the above are examples of 

actual performance expectations being utilized in the marketplace, they should not be 

considered the only alternatives. 

 

4.5.5. Asset allocation guidelines should speak to the asset classes that will comprise the 

portfolio, including the ranges within which the asset classes may vary.  

 

4.5.6. Procedures detailing the method for rebalancing the portfolio should also be outlined in 

this section. 

 

4.6. Securities Guidelines 

4.6.1. It is also prudent to set out guidelines on the principles and procedures applicable to the 

lending and trading of securities.   

 

4.6.2. Particular attention should also be paid to investment in segregated or mutual funds to 

ensure that it does not circumvent the restrictions imposed by the regulations, with respect 

to the limits imposed when investing in certain categories of investments.  

 

4.6.3. Other guidelines may relate specifically to the underlying investments, for example: 

a)  Equities: the maximum percentage of the market value of any one holding, the maximum 

percentage of the market value in any one economic sector, limitations of any Investment 

Manager related to equity investments as opposed to holding cash, due to market 

conditions (and for a certain period of time). With international equities, there may be 

limitations relating to companies, industry category, country, or directions regarding 

foreign exchange contracts. 

 b)  Cash or cash equivalents: ratings and investment vehicles, including the process for 

investing small amounts of cash. 

 

4.7. Duties and Responsibilities of the Parties  

This critical section must address each area of the investment process. 

4.7.1. Investment Managers 

This section may include a reference to the underlying contracts, which should include      

custody of information, the necessity for reports and due diligence, a description of the 

company, the process for proxy voting, the level of care, the designation of Investment 

Managers as accepting delegated duties under the fund, how trades will be done, and 



compliance with the laws. This is, of course, only a partial list, but the emphasis again 

should be on the process necessary to ensure that the Investment Manager(s) comply with 

the guidelines of the Committee. 

 

4.7.2. Benchmarks 

This section should set forth what benchmarks will be utilized for each of the asset 

classes. The benchmarks offered by an Investment Consultant or Investment Manager(s) 

should not simply be accepted and relied on. Rather, the committee should question the 

benchmarks and enquire about other available measures. After all, these benchmarks will 

be used to gauge the performance of the Investment Manager(s). In all likelihood, the 

benchmarks provided will be sufficient. 

 

4.7.3. Adherence to Investment Policy Guidelines 

Although the Investment Manager(s) may be outperforming the benchmark and its peers, 

the committee should verify that the manager(s) is/are adhering to the investment policy 

guidelines.  

 

4.7.4. Adherence to Investment Discipline 

Even where an Investment Manager has been hired to provide a certain investment 

discipline, the performance of the manager must be reviewed, at least on a quarterly 

basis, to ensure he or she adheres to the policies and guidelines. 

 

5.0 REGULATORY REQUIREMENT 

5.1.1. A copy of the SIPG must be submitted to the FSC within sixty (60) days of the date of 

establishment of the plan, where the plan was established on or after 1
st
 February, 2011. 

The SIPG should be available for inspection upon request by members and beneficiaries 

of the fund or scheme. The SIPG is to be reviewed by the plan administrator and 

confirmed or amended. Confirmations and/or amendments must be filed with the FSC 

within ninety (90) days of the confirmation or adoption of the amendments. 

 

5.1.2. All investments and loans of a pension fund must be in the sole name of or for the 

account of the fund.  

 

6.0 CONCLUSION 

6.1. Determining the right investment vehicles and optimal mix of investment styles; choosing the best 

managers, transferring the assets between managers and ensuring safe custody all impact 

performance and are key aspects of effective management. Investment income is another key 

component impacting the financial health of a fund. In selecting investments, administrators must 

evaluate them having regard to the rate of return and the risk of loss. 

 

6.2. The FSC’s approach to the supervision of pension plans focuses on understanding the quality and 

reliability of a plan’s governance programs, risk management processes and controls, internal 

controls; and independent and effective oversight. The FSC expects that plan administrators will 

ensure that their SIPG is well developed and adhered to which will be to the benefit of the pension 

plan.  

 

6.3. The registration of a pension plan does not mean that the FSC has approved the SIPG or the 

investment strategy described therein or that it is necessarily compliant with the OPBA and its 

regulations.  
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